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HARTFORD, CONN. 

The scope Ol railroad debt retirement is 
undoubtedly great, but how great? Per 
centagewise, a reduction among Class | 
roads of $500,000,000 this year plus the 
reductions on tender, purchase, maturities 
and anticipated maturities of the last three 
y ars—would make a real dent in the debt 
situation, or wouldn't it? The roads owed 
more than $11,000,000.000 back in 1937, 
so as much as $2.000,000.000 retired since 
then would not change the picture to an 
important extent. But [ am unable to 
round up enough current figures to show 
even approximately what debt has been 
paid off this year, either by individual 


systems or regional groups. M. T. 


AKRON, O. 


Please renew my subscription to Tht 
Exenance. IL look forward to receiving 
your magazine more than to any other 
magazine or periodical we receive. (the 
letter was under the heading of a large 
corporation). 1 appreciate the extremely 
educational value of your articles. The 
magazine is certainly worth many times 
the subscription cost. May | thank you 
for the many wavs your articles have 


helped me. G. A. J. 


SAN FRANCISCO, CALIF. 
Please increase our subscription to Trt 
EXCHANGE magazine from 15 to 60 copies 


each month. V.C. W. 


CLEVELAND. O. 
Bah! Bah! Also Blah! That's how 1 
consider much of the printed comment 
forecasts, prophecies and auguries about 


stocks in the post-war years. Reasoning 


falls flat on its face before the altar of 
une ortainties evolving from these times. 
Yardsticks of the past have become mean- 
invless. Of course, as you said in your 
September leader, “common. stocks will 
continue to be held by someone.” That 
sums it all up, chum, and you can write 
of] all forecasts (which are largely bear- 
ish just now, according to my reading) 
and simply stick to the old corporations 
with gcod records. Their common stocks 
are always worth having hold of. 
W. OG. S. 


ST. LOUES,.. MO. 

New listings on the Stock Exchange 
constitute news of considerable impor- 
tance . . . only your magazine briefs the 
tacts so far that what is printed seems 
like a mere introduction. Why not de- 


vote a litth more room to them. 


Kr. ©. WN. 
Eprron’s Nore: Space is at a premium in a small- 
“ane and when new listings occur so 
trequentl they have of late. THE EXcCHANG! 
noon introduce” them, trusting that  inter- 
1 reaclers will acquire the additional tacts 
from official records. Offices of member firms of 
New York Stock Exchange will be glad to 
uch information to customers who ask 


TACOMA, WASH. 


.. The matter of excess manufacturing 
capacity when the war ends is, quite natu- 
rally, a problem causing considerable anx- 
iety among holders cf common. stocks. 
Can't say that, from what I read and hear, 
overconstruction is likely to be trouble- 
seme in the Northwest—room for large 
development exists out here—but in the 
much industrialized East and parts of the 


Middle West the war-end situation 1s 





_ > Letters to the editor, in whole or in part, are presented here as a contribution to current 
aa discussion of investment, economic and general financial subjects of public interest. 


something to ponder, especially as most ot 
the earning assets of the large companies 
listed on the Exchange are located in 
those areas. Nevertheless, looking from 
the vantage point of long-continued own 
ership of old-established industrial stocks, 
it seems to me that the subject is not onc 
to cause real worry. The task which the 
United States industries will have to do 
after the war in helping the entire world 
back on its feet should, for several years, 
call for heavy manufacturing, and there 
alter newly developed markets ought to 
give this country a refresher in pioneering 
activities, if we can take advantage of 
oppertunities. A few years of really good 
business would permit a heavy write-down 
of plant values, permitting also the com 
plete retirement of older production units 
in which obsolescence is certain to have 
made rapid progress. Haven't I read 
somewhere that technological advance 
ment under the stress of war needs has 
carried numerous industries 30 to 50 years 
ahead of normal development? 
A. S: Ki, Is. 


BOSTON, MASS. 

Just a brief few lines to express our ap 
preciation of your placing us on your mail 
ing list tor the receipt of a copy of your 
magazine, THe Excuancre, which comes 
to my desk regularly. I am very glad to 
send to you a rather extended comment 
of the Edward L. Barnes article in your 
September issue, which appeared in our 
paper of Monday, October 4+. Mr. Barnes 
has handled the situation particularly well 
and the news comment is well deserved. 

WwW. £, S, 


Boston G'ol« 
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Shaping the Broad Course of Securities’ Prices 


O say that the prices of securities 

listed on the New York Stock Ex- 
change represent the composite judg- 
ment of buyers and sellers is to recite 
a commenplace. 

Whether this judgment is an accurate 
reflection of fundamental economic con- 
ditions and of the financial position of 
the companies whose stocks are bought 
and sold, or whether this judgment is 
the product of public emotion, or of 
an impulsive appraisal of particular de- 
velopments in industry and trade, the 
fact remains that it is a myriad of orders 
to buy or sell which determines the 
course of prices. This is indisputably 
true today when the market is freer 
of artificial influences than ever before 
in its history. 

The interpretation which the mass of 
investors and traders may lay upon par- 
ticular events is never predictable, and, 
on occasion, it may seem perverse. The 
formula of “selling on good news” has 
often produced the phenomenon of a 
decline in a company’s stock on the 
announcement of an extra dividend. 

The market is a sensitive register of 
the ebb and flow of hope and apprehen- 
sion, of realistic judgment, even of emo- 
tional misjudgment. Price fluctuations 
record a wide gamut of reasoned deci- 


sions and hasty conclusions based upon 


facts which sometimes are incomplete 
or unrevealed, and upon judgments of 
the future, which are necessarily matters 
of opinion. Few investors, or traders, 
with the expectation of making a capi- 
tal gain, are unaware of the barometric 
character of the stock market, yet many 
people frequently “quarrel with the 
market” by means of critical letters to 
the Stock Exchange, to the newspapers 
and to their brokers. 


A Blunt Question 

When prices decline on favorable 
military developments, as they have 
been known to do, or when they ad- 
vance, as they have on occasion when 
the United Nations have met with mili- 
tary reversals, the question why is often 
asked by individuals who are disap- 
pointed, angry or otherwise irritated. 
Not infrequently a disposition is dis- 
cernible among critics to impute un- 
patriotic motives to a mysterious “they” 
who are suspected of making deliber- 
ately damaging sales, or purchases for 
the purpose of inflating prices artifi- 
cially, 

Such a mental attitude, although un- 
derstandable, is illogical, as a_ little 
thought makes clear, because corporate 
stocks and bonds are held by many 


millions of people. Among these securi- 


ues holders every conceivable opinion 
exists about securities, about industrial 
developments, about the significance of 
statistics; among them is to be found 
every shade of political thought and the 
interpretations of such thought in terms 
of economics. It is the purchases or 
sales of these individuals and of institu- 
tions which constitute the market; and 
against this mass of opinion about 
prices, the Machiavellian “they,” if an 
unpatriotic “they” existed, could make 
little headway, especially under present 
day conditions with manipulative prac- 
tices prohibited by law and by the Stock 
Exchange’s regulations. 

To charge that a stockholder sold his 
stocks unpatriotically when he inter- 
preted an item of war news in his own 
fashion and decided to sell, would be 
the same as saying that a man was un 
patriotic if he should sell his house be- 
cause he wished to move to another 
neighborhood. 

To say that the buyer of investments 
on his own interpretation of unfavor- 
able war news lacked patriotism would 
be the same as saying that an American 
should subordinate his personal busi- 
ness judgment to gloomy inertia. 

Investors and traders for capital gain 
do not act that way. They act on the 


basis of decisions governed—rightly or 





incorrectly—by the facts as they see 
them ... facts pivoted around the right 
of property ownership, the right of 
managing property according to per- 
sonal conception of events affecting the 
property. In this connection, it is con- 
ceivable that two owners of stocks could 
interpret events in ways diametrically 
opposed to one another. 

The owner of stock in a particular 
corporation could interpret an item of 
war news as unfavorable to the com- 
pany whose stock he owns; he elects 
to sell that stock and buy another which 
appears to him to be put in a position 
of advantage by the news. The owner 
of another stock could judge that the 
same news acted to strengthen the situa- 
tion of his stock; he thereupon buys 
more of the same stock. Such decisions 
are constantly being made in the stock 
market, 

Brokers have devoted 


patient hours 


explaining to customers the funda- 
mentals of stock market behavior under 
a given set of circumstances. Incite- 
ments for such explanations have come 
forward on several tense occasions since 
World War II began, bringing perplex- 


itv to individual investors. 


When War Began 


When the German armies went into 
Poland on September 1, 1939, the Dow, 
Jones average index of industrial stocks 
listed on the New York Stock Exchange 


stood at four 


135.25. By September 5, 
days later, the index was at 148.12; by 
September 12, it had advanced to 155.48, 
a rise in eleven days of more than 20 
points! 


War, 


come, bringing the certainty of vast eco- 


after long threatening, had 
nomic dislocations, the destruction of 
property and the wastage of lives and 
capital. Here was nothing “construc- 
tive”; yet prices of many securities were 
carried upward in surging fashion to 


the accompaniment of a greatly in- 


creased volume of transactions. 





Stocks of practically all categories of 
industry were bought hastily. The scope 
of the buying indicated a wide partici- 
pation by the public. 

A little more than eight months later 
—May 10-14, 1940—after the protracted 
“phony war” interval had permitted 
the early contemplation of war’s effects 
on industry and trade to be succeeded 
by more sober thought, the Nazis in- 
vaded the Low Countries and France. 
The Dow, 
ended on May 9g at 148.17. By May 24 


Jones industrial average 
it had fallen to 113.94, a decline of 34.23 
points. The outbreak of war had caused 
a rise of prices in 1939; the intensifica- 
tion of the war in 1940 resulted in a 


great and precipitate decline! 


Memorable Day 


Bringing the chronology down nearer 
to date, the industrial stock index was 
143.99 on July 24, 1943. Mussolini was 
deposed next day and by July 31, the 
index had shown a recession to 135.95, 
a fall of g points. Hope that the Italian 
collapse would assist in bringing an 
early end to the war in Europe swept 
around the world—and securities prices 
declined! 

In these three exhibits, it is fair to 
say, are displayed the entire gamut of 
emotions which could find play in war 
time, so far as securities prices may 
mirror them. Strictly practical consid- 
erations, dealing with international 
finance and trade, could hardly have 
found material for comfort in the inva- 
sion of Poland with all it implied. Re- 
ferring to public comment at the time, 
it would seem that precedents estab- 
lished in World War I were examined 
cold-bloodedly and the product was a 
rush to buy stocks; precedents which 
were comprised in the active manufac- 
turing of 1915-1916 and consequent 
profits on war materials. Quick emo- 
tion pictured for a while in September, 
1939, a great industrial upswing which 


would benefit the corporations of an 





America beyond the reaches of the 
bloody European conflict. 

Later, however, the war began to 
come closer to our shores, then came 
Pearl Harbor and America was in it. 
By that time, sober facts were in the 
ascendancy, but when the tide began 
to turn in favor of the United Nations 
in 1942, investors and traders set out 
to anticipate the return of peace. Until 
the dramatic and unexpected exit of 
Mussolini, the process went forward, de- 
noted by a rise of the industrial price 
index of common stocks from the 
Autumn of 1942 until around the mid- 
dle of July, 1943. 

If peace was shaping securities market 
considerations, why should the passing 
of Italy as a member of the Axis—an 


event bringing peace nearer—induce 


sales of securities? The © securities 
market's forward-looking tendencies 


had projected themselves beyond the 
war's end to established peace... a 
condition expected by many to bring, 
ultimately, active normal production and 
distribution of goods, lower taxes, gen- 
eral well being. Peace in the abstract, 


it might be said. 


A Sudden Impact 


The elimination of Italy, coming sud- 
denly, injected a consideration of peace 
as a concrete element into the securi- 
ties and investment domain. Peace... 
with readjustments necessary through- 
out the economic scheme. Peace . . 
with millions of men returning from 
the war fronts and the camps, with 
contract cancellations, with precipitate 
slackening of production in munitions’ 
lines, with lessened gross corporate earn- 
ings while high taxes continued. 

The realism naturally emphasized in 
such a situation is caution, a desire to 
“wait and see,” to “sit on the sidelines” 
for a time—to sell some securities and 
wait for a clearer atmosphere in which 
to replace them; and to apply thought 
to perplexing forces in the market. 
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py Schroeder Boulton 


URRENTLY, the over-all volume 

of industrial production is 86 per 
cent higher than in 1929 and 81 per 
cent higher than in 1937 (Federal Re. 
serve Board adjusted index). Industrial 
production has been stimulated by war- 
time pressures. Nevertheless the build- 
ing up of (1) a backlog of demand for 
consumer’s durable goods; also a back- 
log of individual and corporate cash 
savings; (2) the development of new 
products as a result of wartime re- 
search; and (3) planning for new post- 
war markets, both domestic and 
foreign, suggests that industrial produc- 
tion will be well maintained after the 
war. If precedent established after 
previous wars is followed, it will not be 
many years after the war before a new 


high in total production will be seen. 

















































CUSHING 


In the meantime, in all likelihood, 
there will be a sharp decline in produc- 
tive activity immediately after the war. 

If the war with Germany terminates 
before the struggle with Japan, conver- 
sion will be more orderly, and involve 
less production decline than if it ends 
abruptly. The efficiency with which 
contract termination problems are 
handled by Government agencies will 
have an important bearing on the 
amount of production decline in the 
transition period. Helpful experience 
has already been gained in meeting 
cancellation questions, as more contracts 
have been cancelled during this war 
than the total cancelled at the end of 
World War I. 

The Army, the Navy, the War Pro- 
duction Board, the Federal Reserve 
authorities, the Congress, and business 
itself, have been striving for develop- 
ment of improved contract termination 
methods, including loans and cash pay- 
ments to insure that companies convert- 


(continued on next page) 
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Background of 
The Stock Market 
Scene 


From the low level of April. 
1942, to the high of July, 1943, 
in a steady recovery, stocks 
regained the major part of the 
losses suffered at the time of 
the fall of France, and later at 
the time of Pearl Harbor. In 
the Dow, Jones industrial stock 
averages, the advance was 53 
points, or from a_ level of 
about 93 to a peak of about 
146. In the middle of July, a 
reaction occurred, amounting 
to approximately 1214 points 
at its maximum. Since then 
stocks have fluctuated inde- 
cisively. Reactionary forces 
have been dominant much of 
the time and many stocks have 
broken their July-August lows, 
although the averages have 
not done so. 


There was much pessimism 
freely expressed throughout 
the long rise into July. Some 
of the arguments employed 
were fundamental. However, 
the preponderance of forces 
was not bearish. Since July. 
pessimists have been empha- 
sizing their viewpoints with in- 
creased vigor. The question 
arises whether investors will 
find it sound to build up much 
larger than normal cash _ re- 
serves, or whether, on the con- 
trary, reasonably well invested 
positions should be  main- 
tained in issues representing 
companies which have demon- 
strated their ability under war- 
time conditions, the economics 
of which suggest favorable 
operations in the post-war 
period. 


To throw some light on this 
problem, this article includes 
a list of some important fac- 
tors which affect an appraisal 
of the fundamental position, 
and outlook, of common stock 
investment. A study of the tab- 
ulation on the next page is 
suggested before further read- 
ing of the text. 

—Schroeder Boulton 















ing from war output to peace output 
will not be held up by lack of adequate 
working funds. It would not seem too 
much to expect that these earnest efforts 
will meet with some success. 

Most manufacturing companies to- 
day are producing either civilian prod- 
ucts, or war goods similar to their pre- 
vious civilian lines. However, the con- 
version to war production frequently 
involved managements in problems 
with which they had no previous ex- 
perience. In reconverting to civilian 
will 


have the advantage of reentering fa- 


production, American industry 
miliar paths. A few companies have 
already reconverted to their regular 
lines; the locomotive industry has shifted 
from tanks to large scale output of 
Other 


from time to time, even while the War 


locomotives. shifts may occur 


is sull being waged. 


Forced-Draft Output 


Productive activity will necessarily 
decline during the conversion period. 
Today's production is under forced 
draft, as expansion of total output for 
war purposes is the prime objective, 
and costs of production are a secondary 
consideration. Costs will be an im- 
portant issue after the war, and man- 
agements will be eager to eliminate 
uneconomic expenditures by reducing 
use of overtime, third shifts, and other 
high-cost expedients. 

For many companies the conversion 
period temporarily will mean low earn- 
ings, or even losses, as profits will not 
become available until goods reach the 
end of the production line, and are 
sold into channels of distribution. How- 
ever, the time occupied in conversion 
will involve further building up of 
backlogs of unsatisfied demand for 
goods, and further inflationary wage 
payments (as in wartime), for produc- 
tion of items not available for early 
purchase by the wage recipients. 


We may hope to retain in the early 


A FEW GENERAL MARKET FUNDAMENTALS 


(Where dollars are indicated, 000,000 omitted) 


1929 

Industrial Production 
(Federal Reserve Index, 1935- 
1939=100 Av.) 

General Commodity Prices 
(U.S. Bur. of Labor Statistics, 
1926=100 Av.) 

Excess of Consumers’ Disposable 
Income over Consumers’ Ex- 
penditures (U.S. Dept. of 
Commerce) 

Corporate Net Income 
(U.S. Dept. of Commerce) 
Bef. Fed. Inc. Tax 
After Taxes $ 

Corporate Savings $ 

Demand Individuals, 
Partnerships, Corporations, in 
all F. R. Member Banks 

(Year-end) $17 

Currency in Circulation 

(Year-end) 

Total Consumer Credit 
(U.S. Dept. of 
Board of 
System )— 

(Year-end) $ 7,089 

Brokers’ Loans, New York 
Stock Exchange $ 8,549 
Govt. Attitude Toward Busi- 

ness 
Administration 
Congress 

Av. Yield on Al 


110 


$ 
7,194 $ 
1,250 Det$ 
Deposits, 


526 $19 


Commerce, 
Governors F. R. 


l 


Fave rable 
Favorable 
Industrial 


Bonds—Std. & Poor's 5.04 
Av. Yield, Dow-Jones Industrial 

Stocks Av. 3.88 
Dow-Jones Industrial Stock Aver- 

ages, Range 199-381 114 


$ 4,865 $ 6. 


$ 
(peak) (pe 
$ 


Unfavorable 
Unfavorable 


1937 1939 1942 Recent 
113 108 ISI 205 
86.3 Ziel OSS 103.8 
000 $ 5,000 $26.000 (Est.)$36,000 
219 $ 5,460 $19,037 
943 $ 4,228 $ 7.376 (Est.)$ 8.400 
802 $ 422 $ 3,450 
147 $24,604 $42,139 $47,682 
551 $ 7,598 $15.410 SIX818 
7,054 $ 7.518 $ 6,155 $ 4,745 
ak) Year-end Year-end 
187 $ 594 $ 449 $ 596 
Untavorable Mixed Mixed 


Untavorable Favorable Favorabk 


3.15 


2.64 2.53 2.53 
5.60 4.53 6.05 4.66 
194 121-156 93-120 136 





post-war years at least half the war- 
time production gain. Hours of work 
will be shortened, but planning agencies 
know that we shall need to retain at 
least this much, or unemployment will 
rise to unmanageable levels. Agencies 
both of business and the Government 
are working earnestly on programs to 
facilitate maintenance of a high level 
of production and income after the 
war. However, almost independently 
of the efforts of planning committees, 
the basic economic background now 
being built up during wartime gives 
strong promise that productive activity 
will be at a high level for some years 
after the war. 


Stock Market Processes 


The stock market, in the past, nearly 
always declined when industrial pro- 
duction declined, and nearly always 


rose when industrial production rose. 
This correlation has been lost during 
World War II, when attention of in- 
vestors has been riveted on other mat- 
ters. Today the market averages are 
substantially lower than in early 1940, 
although industrial production in the 
interim has risen go per cent. In 1939-40 
a large future production increase was 
universally expected, yet the market 
declined. Today a substantial produc- 
tion decrease in the immediate post- 
war period is universally expected. 
Whether or not this decrease has been 
fully discounted, admittedly is an open 
question, but whatever is universally ex- 

pected usually has been discounted. 
General commodity prices are higher 
than at any time in the past 20 years. 
Higher prices reflect inflationary eco- 
nomic forces which will continue in 
(continued on page 6) 
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Nine Months’ Dividends on Listed Common Stocks 


YOME 


the record of common stock ec 


abrupt reversals occurred i 


dend payments by groups in the first 
three-quarters of this year, as compared 
with the same 1942 period, but the ag- 
gregate distribution to holders of issues 
listed on the New York Stock Exchange 
was only slightly changed. 

The $1,367,163,000 paid this year was 
» of 1 per cent higher than a year be- 
fore, counting in 635 separate stocks 
against 598 dividend payers last year. 
The 6.2 


of those to make distributions indicates 


2 per cent increase in the number 


that many groups paid less than in ed 


The amusement company roster, for 
one, increased its disbursements by 43.5 
per cent whereas the 1942 showing was 
4.3 per cent less than in the correspond- 
ing 1941 
group, many units of which last year 


interval. The automotive 
were still in the throes of a vast change- 
over to war production, paid only 2.3 
per cent less in 1943 than in 1942; the 
decline of 1942 payments from 1941 


totals was 35.1 per cent. 
Aviation to Fore 


The aviation companies came _for- 


ward with a rush this year, disbursing 


only 5.7 per cent larger than in 1941. 
Six more railroads were in the dividend 
column this year than last year. Farm 
machinery companies, which paid 10.6 
per cent more in 1942 than the year be- 
fore, this year exceeded the 1942 distri- 
butions by 23.5 per cent. The same 
number of listed petroleum companies 
paid dividends this year as last and a 
4-4 per cent in total stockholder-receipts 
revealed a notable stability of earnings 
in a field in which domestic markets 
have been greatly disorganized by war 


conditions. 





Dividends were paid on all 7 listed 
—i4 of the 27 categories contained in 71.4 per cent more than the year before; 


the table distributed smaller totals this in 1942 the 


rubber company stocks, for an increase 
payments made by this 
group were 45.3 


of 68.1 per cent in total disbursements; 


year. There were, however, some no- per cent less than in last year dividends were paid on 5 is- 


table exceptions as seen when group re- 1941. The railroads, too, swung ahead, sues. The steel, iron 


and coke roster 


sults of 1943 are compared with the paying 21.1 per cent more than in 1942; slipped back again, with a decline of : 


same groups in 1942. the 1942 aggregate for the g months was (continued on page 16) 











DIVIDEND PAYMENTS OF COMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 
— FIRST 9 MONTHS OF 1943 — 
No. of Number Paying Number Number Number Estimated 
Issues Cash Dividends Paying Paying Paying Aggregate Amount of Per 
Listed in First 9 Mos. Increased Same Reduced Dividend Payments: Cent 
Industry 9/30/43 1942 1943 Dividends Dividends Dividends Ist 9 Mos. 1942 Ist 9 Mos. 1943 Change 
Amusement. ...... 14 9 1] 6 4 1 $ 7.889.000 $ 11,322,000 43.5% 
Automobile . . . . . . . 63 4] 48 16 21 13 113.885,000 111.267,000 — 2.3 
Aviten 2 8 ct tlw cs we 6 10 6 3 ] 6,712,000 11,502,000 +-71.4 
Building . . — oe 16 16 3 9 4 12,661,000 12,201.000 — 3.6 
Business & Office Equip. 4 hae 8 8 3 5 0 9,931,000 11,813.000 +-19.0 
Chemical . . ; . 66 60 61 9 36 16 152.564,000 144,483,000 — 5.3 
Electrical Equip. S. to. ca, oe. a 15 16 4 7 5 46,046,000 16.243.000 + 0.4 
Farm Machinery . . ... 6 4 5 2 3 0 10,827,000 13.367.000 193.5 
a. 23 24 3 15 6 39.570.000 39.726.000 + 0.4 
ee «as ew we ee = 42 43 4 29 10 73,934,000 73.353,000 — 0.8 
ee ee ee 4 4 ] 2 ] 1,636,000 1.504.000 — 8.1 
Leather. ee 8 8 ] 7 0 8,399,000 8.456.000 0.7 
Machinery & Me eal a a ee 63 67 14 37 17 48,370,000 47,630,000 — 1.5 
aoe a 21 20 3 1] 8 63,202,000 56.882.000 —10.0 
Paper & P ublishing ae! 23 21 4 14 5 9.451.000 8.260.000 —12.6 
Petroleum. . 2 An 29 29 5 2 2 133.357,000 139,175,000 + 4.4 | 
Railroad . . a eee $2 18 13 30 7 107.458.000 130.741.000 v Be 
Retail Merce handising =: my a Oe 48 55 13 32 1] 78,221,000 77.976.000 — 0.3 | 
Rubber. . Se 5 7 5 2 0 5.119.000 8.606.000 68.1 
Shipbuilding & Oper: ating - 10 8 8 ] 7 () 5,003,000 5.841.000 16.7 | 
Steel, Iron & Coke a ae 27 29 5 15 10 71,494,000 68.034.000 — 48 
eee er os Ge 18 17 2 14 2 11,771.000 12.244.000 4.0 | 
Tobacco . of let <e ee 16 16 ] z 8 41,791,000 38.931.000 — 68 
All Public Utilities Mer 50 32 32 6 20 6 229,380.000 223.615.000 — 2.5 | 
U. S. Cos, Operating Abroad 24 1] 13 3 | 6 29,898.000 23.596.000 —21.1 | 
Foreign Companies . . 13 12 1] 0 8 4 37.969,000 36,765,000 — 3.2 
Other Companies. . . . . 18 7 8 2 5 2 3.491.000 3.630.000 4.0 
a a es 598 635 135 369 145* $1.360.029.000 $1.367.163.000 0.5% | 
* Payments were reduced on 131 issues and eliminated or deferred on 14. | 











A Glance at the Future of Common 
Stock Investment 


(Continued from page 4) 


effect for a period after the War, necessi- 
tating continuance of price limiting 
controls. The inflationary forces are 
almost world-wide. 

Income of individual consumers is 
running at record levels, and at a rate 
substantially above the rate of con- 
sumer expenditures. The margin be- 
tween consumer income and consumer 
expenditures, which was approximately 
$9,000,000,000 in 1929, $6.000,000,000 in 
1937 and $5,000,000,000 in 1939, widened 
to approximately $26,000,000,000 in 1942 
and currently is estimated at approxi- 
mately $36,000,000,000 for 1943. This 
excess is expressed largely in individual 
cash savings, investment in life insur- 
ance, reduction in personal debt, and 


investment in Government bonds. 


Debt Account Lower 


Reduction of individual debt has been 
rapid. Total consumer credit is now 
$4,700,000,000 as compared with 1939 
figure of $7,500,000,000, when general 
business was much less active than at 
present. A large part of savings has 
gone into deposit checking accounts. 
Deposits of individuals, partnerships, 
and corporations in all Federal Reserve 
member banks totaled $42,100,000,000 on 
December 31, 1942, as compared with 
$19,700,000,000 in 1937, and $17,500,- 
000,000 1n 19269. 

Some portion of individual savings 
may be ultimately directed to the 
market for corporate securities. Over the 
past decade the only great class of 
securities which has become available 
in steadily rising amounts, has been 
Government bonds. There has been 
a steady shrinkage in principal amounts 
of many classes of corporate securities. 
This shrinkage contrasts with a large 


increase in funds available for invest- 


6 


ment. Reflecting this situation, in- 
vestors have maintained a higher de- 
gree of liquidity in recent years than 
was formerly the case. 

Additions to individual holdings of 
cash and Government bonds in the one 
year 1943 will be larger than individual 
and corporate accumulations combined 
during the two-year period April, 1917 
to June, 1919, which includes all of 
the time of our participation in World 
War I. The Department of Commerce 
estimates that from $35,000,000,000 to 
$45,000,000,000 of the increase of indi- 
vidual holdings of currency, bank de- 
posits and Government bonds, amount- 
ing to $60,000,000,000 over three years 
through 1943, will be owned by con- 
sumers having incomes of less than 
$10,000 per year. In other words, most 
of the money saved during the war will 
be held by the spending classes. It is 
with these income groups that vast new 
markets will exist, whether or not they 
spend their savings, or simply spend a 
larger percentage of current income, 
because of the security afforded by 


existing savings. 
A Point of View 


The foregoing facts must have been 
among those considered by Lewis H. 
3rown, President of Johns-Manville, in 
a recent speech, when he said that the 
nation faces the prospect of an im- 
mediate post-war boom, with the prob- 
lem one of preventing a disastrous run- 
away which could, if allowed to go 
uncontrolled, result in an eventual col- 
lapse and depression. Mr. Brown em- 
phasized the huge accumulated short- 
ages which have been created, and the 
task of reconverting to peace-time pro- 
duction, 


Apart from personal savings, higher 


corporate profits and record corporate 
savings have been important factors 
in the rise of bank deposits. For the 
past two years aggregate corporate 
profits (net after losses and after elim- 
ination of inter-corporate dividends and 
other duplicating items) as estimated 
by the U. S. Department of Commerce, 
have been running at a rate well in 
excess of the previous peak rate of 
1929. Reports for the first quarter of 
1943 suggest that corporate profits may 
be somewhat higher again this year. 
Aggregate corporate profits in 1929 
were $7,200,000,000, of which only 
$1,200,000,000 was saved after dividend 
payments, whereas aggregate profits in 
1942 were $7,400,000,000, out of which 
the record total of $3,400,000,000 was 
retained. 

Parenthetically, although aggregate 
corporate net profits are higher than in 
1929, earnings of the companies repre- 
sented in the Dow Jones industrial 
averages are substantially below 1929 
levels. Aggregate railroad earnings 
have been running above 1929 levels, 
although Dow Jones railroad stocks are 
still 78 per cent under the 1929 average. 


Decline Expected 


No one anticipates that after the war 
a sufficiently high level of business will 
obtain to permit repetition of 1942's 
aggregate corporate profits of $19,000,- 
000,000, before income taxes. However, 
post-war abatement of heavy excess 
profits tax imposts, as is generally ex- 
pected, would go far to offset a de- 
crease in pre-tax earnings. In addition, 
the current tax law provides that com- 
panies with unused excess profits tax 
exemptions, or operating losses, may 
apply these to retroactive adjustment 
of taxes assessed on profits of the prior 
two years. These legislative provisions 
will have an important effect in cushion- 
ing post-war declines in corporate earn- 
ings of many industries. 


(continued on page 10) 
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Making Investment Money Work A Full Day! 


An Investor's Query: Assuming that I 
have selected three common stocks that 
satisfy me for present ownership and prob- 
able continued ownership into the uncer- 
tain post-war period, is there any reason- 
ably accurate method for determining a 
good time to make purchases? That is, of 
course, by balancing one economic element 
against another, by considering past and 
current earning power of a corporation, 
by studying price performance, and by 
steeling one’s self against the emotional 
eflects of price fluctuations. 


HIS inquiry brings forward a sub- 

ject which constitutes one of the 
more puzzling features of investment 
in common stocks, The matter of tim- 
ing! When the problem of when to 
buy advantageously becomes important, 
it may be inferred that the prospective 
investor is thinking of something be- 


sides a yield on his money ... 4, 5 or 6 


By WILLIAM W. CRAIG 


per cent. He is thinking about some- 
thing besides protection of his money. 
A goal he has in expectation is growth 
of his capital—he is weighing the items 
surrounding a common. stock’s price 
which, ultimately, will prove that he 
bought “cheap.” 


An Unknown Factor 


If any method or system has been 
evolved to time the exact moment for 
the purchase of a stock most advan- 
tageously, it has not come to the atten- 
tion of THe Excuancr. The sensi- 
tivity of stock prices to a host of influ- 
ences, some arising unexpectedly, is 
well known to investors. So, in seeking 
favorable prices (prices which events 
will later indicate to have been favor- 
able) the ordinary method is to spread 


purchases over a price range, with 
the intent of attaining a fair average 
price. This is commonplace, a mere 
application of mathematics after due 
study of attendant influences which 
suggest to the buyer that “growth” is 
inherent in the stocks in mind and that 
prices look reasonable in the light of 
past performance, asset worth and busi- 
ness prospects. 

The process of averaging is so 
commonplace, in fact, that at ordinary 
times it would not be worth discussion 
in a professional magazine. The times, 
however, are not ordinary in the ac- 
cepted sense, as applied to periods in 
which the investment and speculative 
horizon is fairly clear. 

When the war ends, what will be 


the effect of that great news upon stock 
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equities: is a slump to be experienced, 
or is the expectation of a post-war boom, 
which some market observers look for, 


Are 


stocks now reasonably priced, or will 


likely to carry prices upward? 


the effect of later phases of the struggle 
for victory be mirrored in lower prices 
before the guns shall grow quiet? Cash 
holdings and bank deposits of the pub- 
lic stand at high-record levels, sug gest- 
ing that, sooner or later, a broad de- 
mand for corporate securities will arise; 
or are taxes, Government bond sub- 
scriptions and living costs to act as a 
brake on such investments? 

Inflation! Will it be successfully com- 
batted for the duration and in the years 
while peace procedures are being re- 


established ? 


A Natural Move 


Considering these questions — and 
many more could be cited—the investor 
of present surplus funds and future 
his 


He 


seeks to buy at fair prices, not neces- 


accretions from income turns 


thought naturally to averaging. 
sarily bargain prices but rates which 
will show afterward that he acted within 
areas revealing the exercise of good 
judgment. And it is altogether prob- 
able that will 


think first of buying some shares of a 


the average investor 
stock that appeals to him, with other 
purchases to follow, perhaps in equal 
numbers of shares, in order to arrive at 
a price average as low as possible. He 
hopes to overcome inability to time an 
important proportion of his aggregate 
investment by dividing time into frag- 
ments and thus striking a mean. 

The investor who averages his pur- 
chases by buying more stock, periodi- 
cally or when he happens to have funds 
in hand, is, however, still concerned to 
a degree about timing. Being unwill- 
ing to guess about the levels at which 
prices seem “cheap,” he entrusts to a 
number of separate purchases the task 


of caring for this problem. Yet there is 


a process for reaching an average price 
which ignores timing; it has several 
additional 


advantages over ordinary 


averaging through the medium of 
shares bought. The method is purely 


mathematical, as the 


accompanying 
table and chart disclose. 

Averaging in dollars versus averag- 
ing in shares! 


Concurrent Buying 


Assume that two investors buy the 


same stock at the same time. . 


. any 
stock at any time and at the same 
price in each case. The illustration 


afforded by table and chart employs 
arbitrary figures, but any suppositious 
arrangement could be made which held 
to this program: 

The two investors elect to make sev- 
eral separate purchases; it may be sup- 
posed that after the initial investments 
were made in common shares of the 
xyG Corporation, each one discovered 
that he had bought into a receding 
market. Each thereupon decides to “go 
along” with additional purchases and 
attain as fair an average cost as possible. 
In course of the periodic purchases 
(both averaging at the same prices) the 
price declines substantially, and then 
starts a moderate recovery. After the 
recovery has proceeded for some time, 
the investor decides that the market has 
righted itself and both stop buying, 
feeling that averaging has fulfilled its 
purpose. 

One investor has bought 45 shares 
in his first purchase and continues to 
acquire the same amount in 10 trans- 
actions. The other invests approximately 
$1,500 on each occasion, letting this 
amount buy as many shares as the price 
permits. It happens that at the end of 
the averaging period, each has invested 
something under $16,000, but this fact 
is more of a coincidence than the re- 
sult of design. 

The price movement, it will be noted, 


is downward from 55 to 29, then back 


to 30 where the buying ends. Which 
investor has attained the more satis- 
factory results? 

The share-averager has 450 shares 
at a cost of $15,975 and at an average 
The dollar- 


averager has 467 shares at a cost of 


cost per share of $35.50. 


$15,065 and a per-share average cost of 


26. 


St 


N 


2 
At 30, on the recovery, with the 
median price between the 55 high and 
20 low still some distance away, neither 
account has a liquidating value equal 
to the money invested. At 35, the recov- 
ery continuing and with no additional 
purchases made, the dollar-averaging 
account would be worth $1,280 more 
than the amount invested in it, while 
the share-averaging account would still 
be depreciated. The explanation for 
the difference lies in the greater num 
ber of shares that the dollar-averager 
owns. 

Lower Per Share Cost 


Another point emphasized by these 
exhibits of simple arithmetic is that 
dollar averaging over a period brings 
an average ower cost per share than 
does share-averaging. It effects this re- 
sult because a stated amount of money 
buys more shares in the lower price 
ranges of a market reaction than rigid 
purchases of so-many shares at a price. 
By the same token, a stated amount of 
money, periodically invested, buys 
fewer shares in the upper ranges; and 
appreciation of a fund is governed 
largely by the number of low-priced 
stocks it contains when a market re- 
covery occurs. The share-averager on 
the other hand, acquires the same num- 
ber of shares on each purchase. 

Simple? Certainly, dollar-averaging 
is not abstruse, and the method is as 
old as the hills; yet many investors, in 
plotting a forward looking program 
which must, perforce, allow for market 
fluctuations, seldom look further than 
to averaging in shares in order to beat 


the perplexing element of timing. 


How 825 Listed Common Stocks Performed 
During First 9 Months of This Year 


SSUES listed on the New York Stock 

Exchange have done well by their 
holders this year, despite an abrupt 
change of the trend in July and a drift- 
ing tendency thereafter. 

The chart below, referring to the first 
three-quarters of this year, refutes much 
of the disappointment disclosed by cas- 
ual market comment which accom- 
panied the trend reversal after Mus- 
solini’s fall. The fact was overlooked 
in such comment that the general level 
of prices had advanced steadily for more 
than a year without important reces- 
sions. After so prolonged an advance, 
a set-back would ordinarily be accepted 
as a normal development. The chart 
shows that substantial percentages of 
this year’s price range were retained 
through September and have not been 
greatly altered this month. 

An over-all market picture of the nine 
months’ movements may be found 
through reference to the Dow, Jones & 
Co, industrial average. On December 
31, 1942, this index stood at 119.40. It 
moved up to 145.82 on July 14, 1932, 
thereafter declining to 135.95 on July 31. 
After backing and filling over a rather 
narrow range, it stood at 140.12 on Sep- 
tember 30 and, since then, has fluctu- 


ated on both sides of 128. 


Low-Priced Stocks 

Stocks selling under $10 a share, ac- 
counted for nearly 10 per cent of the 
825 issues charted and scored the largest 
percentage gains. Inasmuch as 1943 will 
go into market history as a year in 
which low-priced equities were accorded 
wide-spread public attention, it is hardly 
surprising to find them emphasized in 
the chart; nor is any surprise attached 
to the prevalence of low-priced stocks 


among the groups to advance from 80 


per cent to 120 per cent, any more than 
astonishment would be found in the 
fact that high-priced issues—those sell- 
ing for $50 a share or more—made rela- 
tively small gains. 


A General Improvement 


Only in notably bullish years when 
speculation was active have all common 
stocks of the Stock Exchange list gained 
ground; yet the fact that only 13 out 
of 825 issues declined in the first nine 
months of this year speaks for the stable 
nature of equities amid the changing 
fortunes of a world war. Nevertheless, 
the exhibit denotes that public partici- 
pation in stocks was vigorous at times; 
more than half of the charted total of 
825 issues was comprised in issues sell- 
ing from $10 to $50 a share which ad- 
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PERCENTAGE CHANGE IN PRICE 


vanced from 20 to 60 per cent or more. 

When recollection goes back over the 
$10 to $50 issues dealt in through Sep- 
tember, prominence can be assigned to 
the railroad group. Such stocks as New 
York Central, Southern Pacific, South- 
ern Railway and Great Northern pre- 
ferred are immediately recalled in this 
category, referring to the lower strata 
of the price range, and the dividend 
record of railroads (see page 5) sug- 
gests that the resumption of disburse- 
ments after a long drought had consid- 
erable to do with the story of price 
movements. 

Among the lowest-priced ratings, pub- 
lic utility common stocks figure largely 
in the black bars of the chart, as well 
as do some of the shares of railroads 


(Continued on next page) 
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A Glance at the Future of Common 


Stock Investment 


(Continued from page 6) 


A basic factor in security evaluation 
is the relationship between business and 
Government. Government antagonism 
to business policies and business profits 
can be effective in destroying values, as 
experience of the last decade has clearly 
shown. Likewise, Government coopera 
tion with business in the joint working 
out of policies can be effective in build- 
ing values. Although the attitude of 
the Administration toward business to- 
day may be described as a mixed one, 
whereas previously it was unfavorable, 
the attitude of Congress appears gener- 
ally friendly to the concepts of busi- 


ness leaders. This attitude has been 
evidenced by Congressional expressions 
on tax and other matters during the 
past year. 

So much for the basic factors in the 
economic and financial background. 
How are these reflected in today’s se- 
curity prices? The Dow Jones aver 
ages, although far from a. scientific 
measure of security trends, are the con- 
ventional measure thereof and _ reveal 
the perspective of broad changes. The 
industrial averages now stand at 126 in 
a five-year price range of 194-93. This 
compares with a high of 156 in 1939 
and a high of 281 in 1929. Based on 
current estimated dividend rates, the 
stocks used in the Dow Jones indus- 
trial index yield approximately 4.6 per 
cent as compared with approximately 
{ per cent in 1929, 414 per cent in 1939 
| 


and 


an average of 6 per cent in 1942. 


London Position 


Since 1929 the vield on high-grade 
bonds has receded from 5 per cent to 
214 per cent. Yields on stocks are ap 
proximately as favorable in relation to 
vields on bonds as they were at the lows 


of 1922 and 1928. In contrast, in the 


London market, stock yields have de- 
clined in the past three years from 7 per 
cent to under 4 per cent. Stock yields 
in London are much lower in relation 
to bond yields than they are here. Gov- 
ernment Consols in London yield 3 per 
cent. 

of 
values depends on: (1) factors within 


Ultimate development security 
the market, such as supply of money; 
(2) the success of corporations in ob- 
taining gross revenues, deriving a satis- 
factory percentage of net profit from 
such revenues, and distributing divi- 
dends, and (3) the confidence of the 
financial public in the corporate earn- 
ings and dividend outlook. 


Many Problems 


The writer does not wish to ignore 
the many important problems which 
will prove difficult of solution during 
the war and after the war’s termination. 
Some of these problems may not be 
solved successfully. However, it may be 
reasoned that the broad over-all situa 
will 


ments to do a job for their stockholders 


tion permit corporate manage- 
justifying eventual resumption of the 
long-term bull market which was initi- 
ated in the Spring of 1942. In this con- 
nection it is notable that a greater num- 


of 


forward to satisfactory business condi- 


ber monied groups are looking 
tions in succeeding years than appears 
to have been the case at any time for 
the past dozen years. This confidence 
is shared by the majority of industrial 


managements the writer has contacted. 


Anal yses Needed 


Individual security analysis is inde 
spensable in order to avoid securities 
which 


are too optimistically valued, 


and to concentrate on securities present- 





ing interesting values, representing com- 
panies having definite prospects. Broadly 
speaking, a realistic basis seems to exist 
for continued selective investment in 
stocks at the current time. Unless the 
factors here outlined are subjected to 
some unexpected far-reaching change, 
corporation managements should con- 
tinue in position to do a satisfactory job 
for holders of their securities, and in the 
aggregate there should exist neither the 
sell,” 


vestor desire to sell,” which are prere- 


“investor need to nor the “in 
quisites for bear markets, and for pro- 


longed reactions in bull markets. 


Performance of 825 
Listed Stocks 


(Continued from page 9) 


going through fiscal reorganization. 

The average percentage increase of 
the 825 issues was 43.7 per cent. This 
was the median price—the price mid- 
way between the largest increase and 
the smallest. Considered as an average 
price advance for so many stocks in 
three-quarters of a year, this percentage 
appears to be extraordinary. But here 
again the large percentage improvement 
of the stocks in the lower priced areas 
makes its influence felt over the com- 
plete list. 


Gains Held 


A comparison of the chart with a 
short-term study of the same kind made 
earlier this year shows how gains of 
price in the early Summer were retained 
to large degree in the subsequent re- 
action. At the end of the period of 
March 31 to May 29, in the Spring, no 
less than 161 stocks were lower than 
at the beginning. Most of these were 
in the $10 to $50 areas. During those 
two months, the maximum rise of 432 
stocks was 15 per cent and the great 
bulk of them advanced from 1 to 10 


per cent. 
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be 1792 the New York Stock Ex- 
change was founded as the direct 
outgrowth of the necessity of funding 
the debt incurred in the Revolutionary 
War. In 1943 the Stock Exchange com- 
munity assists the Government by scor- 
ing high record sales and purchases of 
its own as part of a new high record 
for Federal financing. 

Eighty millions of Bonds then, $15,- 
War Bonds 


which Stock Exchange members, firms, 


000,000,000 of now, of 
partners and personnel distributed, in 
the Third War Loan Campaign, $1,- 
040,037,518! 

The total exceeded by $24,000,000, ac- 
cording to the U. S. Treasury Depart- 
ment’s final report, on October 18, the 
total of all War Bond sales in the fol- 
lowing 19 States: Nevada, Wyoming, 
Idaho, New Mexico, Vermont, Arizona, 
North Dakota, Montana, New Hamp 
shire, South Dakota, Delaware, Maine, 
Utah, Arkansas, Mississippi, South Car 
Rhode Island 


Sales in these States aggre- 


olina, Colorado, and 


Nebraska. 
gated $1,016,000,000. The $1,040,037,518 
of sales by the Stock Exchange com 
munity was exceeded in only four States, 
New York, Illinois, Pennsylvania and 


Ohio, but was greater than total War 


Massa 


chusetts, California, New Jersey and 


Bond sales in such States as 
Michigan. 

This total was more than double the 
amount of War Bonds sold by New 
York Stock Exchange firms and their 
people in the Second War Loan last 
April. 

An 


member, member firm of the Exchange, 


How was it done? 
intensified sales effort by every 
and branch office was invited by Emil 
Schram, President of the Exchange, in 
a letter on August 25, which said, in 
part: 

“As our industry prepares to make an- 
effort in behalf of the 


other all-out 
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Third War Loan, to commence on Sep- 
tember 9, I take great pride in report- 
ing to you that the total sales of War 
Bonds by members and member firms 
of the New York Stock Exchange dur- 
ing the Second Loan, in April, approxi- 
mated $500,000,000. 

“This impressive figure, which has 
just been computed by the War Fi- 
nance Committee, is an eloquent mea- 
sure of the splendid patriotic service of 
our community in one of the most vital 
phases of the war effort. It is a respect- 


ful tribute to 24 of our associates who 
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have made the Supreme sacrifice in this 
war to date and to 5,600 others of our 
representatives who are serving in the 
armed forces We have been re- 
quested by the War Finance Committee 
to contribute in the same outstanding 
success of the Third 


manner to the 


War Loan.” 

As soon as the campaign began roll- 
ing, 6,483 persons, including Stock Ex- 
change members, partners and employes, 
set out to sell the bonds, on a full-time 
basis. This number totalled about 20 
per cent of the Stock Exchange com- 
munity’s personnel; in addition, thou- 
sands of others employed a large part 
of their time for a month in personal 


SC licitation. 


What Did It 


A canvass of representative firms 
shows that supporting credit for results 
far exceeding those in the April drive 
belongs to these elements: better or- 
ganization, better “selling” directed by 
increased experience, thorough solicita- 
tion of an enlarged list of prospects, ad- 
vertising, and broadened _ publicity 
many thousands of dollars were con- 
tributed by member firms and Stock Ex- 
change members to buy space in news- 
papers and to employ the radio. 

Firms with wealthy customers sold 
War Bonds in quantity to them, but 
took more pride in increasing the num- 
ber of customers to whom bonds in 
smaller amounts were sold. One firm 
reports $35,900,000 bonds placed with 
5,016 purchasers, against $38,400,000 sold 
in the April drive to 4,569 purchasers, 
among whom a single investor bought 
$10,000,000 and another $6,000,000 worth. 
Of nearly 3,000 customers in New York 
City, every one was solicited and _re- 
ported upon by the firm’s partners and 
salesmen. 


All told, 


its numerous branch offices put in prac- 


=-9- 


525 men of this firm and 


tically full time on the task for a month. 


In course of the enthusiasm aroused by 


When Stock Exchange Was In Midst 
of Third War Loan Drive 


Henry Morgenthau, Jr., Speaking— 

“, .. England went into the war. There 
were some people, not only in New York, 
among your own members, but in Wash- 
ington, who thought the Stock Exchange 
should be closed—that all exchanges should 
be closed; and after I had said several 
times it should not be closed, the President 
called me on the ‘phone and said, “What 
do you think, Henry? I have had a num- 
ber of calls and they think that the Stock 
Exchange should be closed.’ I said, “Mr. 
President, on the financial front I don’t 
know anything which would better show 
our enemies how strong we are financially 
than to keep the New York Stock Ex- 
change and other exchanges open come 
hell or high water’; and I am glad to be 
here and pay tribute to the New York 
Stock Exchange in that they have taken 
this war in their stride.” 


W. Randolph Burgess Speaking— 

“As I remember it, in the last war there 
was a capital issues committee. The pur 
pose of that committee was to keep a 
damper on private capital issues so that 
the Treasury would have a free shot at the 
market. In this war there is no capital 
issues committee for two reasons: one is 
that there are not too many capital issues; 
the other is that the securities business is 
controlling itself and that the securities 
people have set aside a large part of their 
work whenever these bond drives come 
along and have devoted themselves to that 
business . . . You are better organized to 
do the job this time than you were at the 
time of the second drive and the results are 
showing.” 
—Excerpts from addresses by the Secretary 
of the Treasury and the Chairman of the 
War Finance Committee of New York 


at Stock Exchange rally, September 23. 





“backing the attack,” the firm’s em- 
ployes in three New York City ofhces 
for themselves $21,000 


bought extra 


bonds. More than that, several depart- 
ments brought their payroll deductions 
up to 100 per cent of the men and 
women employed, and the entire pay- 
roll deduction schedule was raised to 
93.08 of the number of persons on the 
firm’s payroll. 

The firm at its own expense mailed 
out 150,000 booklets, describing the sev- 
eral classes of bonds, spreading the War 
Loan message far beyond the area its 
own people could cover directly by per- 
sonal solicitation. 

Another firm with nearly 40 branch 


$22,000,000 of 


ofices sold upwards of 
bonds by use, as a partner put it, “of 


persistence, thorough study of sales 


‘points’ contained in the 21 per cent, 
2 per cent and Series E, F and G bonds, 
and a sense of patriotic duty.” The sales 
were made almost exclusively to the 
firm’s regular customers. Reports each 
week were made by the branches to the 
home office, and checking and re-check- 


ing of customers’ names was done to 


make sure that each one had had op- 
portunity to subscribe. 

Employing the radio in Los Angeles, 
branch offices of a Stock Exchange firm 
broadcast 12 bond buying appeals to 
the public during the campaign, sup- 
plementing the messages with a thor- 
ough canvass of prospects. Sales were 
made to 1,293 purchasers, to a total of 
$3,507,080 War Bonds, exceeding largely 
the firm’s quota in that area as set by 
the local War Finance Committee. 

The 
stirred the New York Stock Exchange 


inspiration of the campaign 
and Financial Employes Independent 
Association, consisting of workers on 
the Exchange floor, to increased efforts 
in selling War Bonds and Stamps. All 
told, the organization reports to date 
$12,500 of sales in small denominations, 
which are additional to regular payroll 
deduction purchases. 

Many firms with offices located only 
in New York canvassed, first, their own 
customers, and then proceeded with an 
office-to-office,_or door-to-door, _cam- 
paign, calling on prepared lists of bank 


(continued on page 16) 


Cir 


lat 

to 
he 
ire 


wy 
the 


rk 
?2 
23. 


yp- 


es, 
rm 

to 
Ip- 


Or- 


ign 
1ge 
ent 

on 
rts 
All 
late 
ons, 


roll 


nly 
wn 
. an 
am- 
ank 

16) 





New Listing: BWI TALE fee rie 














Wins 

cre Ou Y 
BOMBER 10016 oF searure aewars | “SAM 
HOMHION toures arre0 roe a4 
eo 


THER US ROUTES 



































Re an organization with $10,000 
authorized capital, two airplanes 
and six employes, in 1930, Braniff Air- 
ways, Incorporated, has grown into the 
fifth largest commercial air carrier in 
this country in respect to passenger 
miles flown. The accompanying map 
depicts the company’s existing and con- 
templated routes which bisect the na- 
tion and open gateways into Mexico, 
the Caribbean area and South America. 

The strategic location of its lines has 
emphasized the company’s importance 
to military transportation. Besides nor- 
mal commercial operations, a daily 
transport service under contract with 
the Government is conducted between 
San Antonio and Brownsville, Texas, 
and the Canal Zone. Passengers and 
express are carried, principally in eight 
Douglas DC-3 planes of 21-passenger 
capacity, along with Government- 


owned — aircraft; while commercial 


freight is not yet transported, the fran- 


chises permit a cargo service which is 
contemplated by the management for 
the future. Experience in this field is 
already being acquired, inasmuch as 
Braniff transports freight for the Army 
to the Canal Zone. 

Recent financing by the company 
through a sale of steck revealed plans 
for expansion, conditioned somewhat 
by the duration of the war. A tentative 


allocation of capital funds is as follows: 
Capital Allocation 


Replacement of flight equipment 
requisitioned by the Government and 
purchase of additional facilities, $2,- 
000,000; acquisition of equipment inci- 
dent to the operation of proposed trade- 
area feeder routes, $1,000,000; purchase 
of planes and other equipment for the 
initiation of operations on proposed for- 
eign routes, $2,000,000. 

In connection with its application to 


(continued on page 16) 
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SUNRAY 
OIL CORPORATION 





HOLDING 


Oil Corporation recently enlarged 


company, Sunray 
its organization, oil production and as- 
sets by combining with itself the Su- 
perior Oil Corporation, of Delaware, 
through an exchange of stock. The cor- 
poration’s direct operating subsidiary, 
Sunray Oil Company, which is com 
posed of a number of producing con- 
cerns acquired since 1929, produces pe- 
troleum or natural gas, or both, from 
holdings in California, Illinois, Kansas, 
Louisiana, New Mexico, Oklahoma and 
Texas. 

The corporation reported a net pro- 
duction of crude oil amounting to 
2,880,803 barrels in 1942 and 3,172,268 
barrels in 1941; in the same years, 
Superior Oil 


1,319,704 barrels and 1,440,739 barrels, 


Corporation produced 


respectively. The latter company sells 
its petroleum and natural gas from prop- 
erties in Kansas, Louisiana, New Mex- 
ico, Oklahoma and = Texas, without 
processing, to various crude oil purchas- 
ing companies. The Sunray Company 
also disposes of much of its production 
to others, but also operates a refinery in 
Texas, making gasoline, aviation, naptha 
and other refined products, operating a 
gathering pipe line system in conjunc- 
tion with this plant. 

Although Sunray Oil Corporation has 
not yet issued a consolidated statement 
of earnings, including results attained 


(continued on page 16) 
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ANKING among the pioneers in 
television research and develop 
ment, this company, incorporated in 
Delaware in 1938, dates back 17 years 
through predecessors. Because of exten- 
skilled 


specialists, Farnsworth began building 


sive laboratories and technical 





military communication equipment for 


the United States Army soon after 


World War II began. Since May 1, 
1942, the company’s complete facilities 
at the plants at Fort Wayne and Marion, 
Ind., have been devoted to Government 
contracts. 

Farnsworth may be described as an 
organization engaged entirely in one 
form or another of electronics. Licenses 


under its patents have been issued to 
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such large producers of electronic equip- 
ment as Radio Corporation of America, 
American Telephone & Telegraph Com- 
pany, the Philco Corporation and others. 
A license to the Government applies to 
all electronic equipment in communica- 
tion and related fields which is manu- 
factured for the War and Navy De- 


partments during the war. 


A Supplemental Line 

Besides manufacturing radio receiv- 
ers, sold over a broad price range, the 
corporation increased its lines soon after 
its formation by acquiring the well- 
known Capehart business, The latter 
company specialized in high-priced ra- 
dio-phonograph combinations, All com- 
mercial manufacturing was discontinued 
by the Farnsworth organization when 
the Government preempted its facilities, 
but the groundwork remains for the ap- 
plication of new devices to electronic 
products for general public use after 
the war. 


FARNSWORTH TELEVISION & RADIO CORPORATION 


The company affords a modern illus- 
tration of the way a business can grow 
out of pure research. Experiments in 
the television field had been conducted 
by Philo T. Farnsworth long before the 
present stock company was formed. 
Briefly, the Farnsworth system com- 
prises a process for picking up images 
by an electronic device, as compared 
with the mechanical scanning apparatus 
employed in the early development of 
the science. 

Ordinary civilian business in broad- 
cast receivers and other electronic prod- 
ucts prior to the outbreak of the war 
enabled the corporation to return a profit 
in its second year; when the Govern- 
ment's orders swelled operations, exten- 
sive plant alterations had to be made 
and additional facilities added at Bluff- 
ton, Ind. The expansion was financed 
by the corporation from its own funds. 

The progress of gross income from 
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HE officer of an investment advisory 

firm gave instant answer to this ques- 
tion: does growth of principal remain as 
active an incentive as ever among owners 
of portfolios in these times? No. De- 
cidedly no, he said. Not among our clients 
and, as these clients reside in the Middle 
West and in the Pacific Coast States as 
well as in the East, they may be consid- 
ered representative. The average ownet 
of capital in the form of securities is con- 
cerned about protecting what he has. That 
comes first with greater emphasis than be- 
fore 1940. 
second among clients’ desires, with enlarge- 
ment of principal hoped for but not urged 
upon their counsellors as a goal of high 
importance, 


The matter of income stands 


* * * 


Keep in mind, now, that I am speaking 
of investment portfolios—owned by well- 
to-do persons, those in the hands of trustees 
or executors, institutional funds and so 
on. Portfolios allowing for risk-taking with 
the aim of growth are outside the scope of 
our work, which is not to say, of course, 
that effort to add to principal values are 
omitted from the scope of our research and 
forward-planning in cooperation with the 
clients. Few elements in investment man- 
agement are more effective for the protec- 
tion of an entire portfolio than a satis- 
factory growth of value in parts of it. This 
axiom has come to be recognized widely in 
recent years by many large investors and 
fund managers who previously thought en- 
tirely in terms of yields and maturities of 
bonds. That is another way of saying that 
common stocks figure in portfolio plan- 
ning to a greater degree than in the early 
1930's, 

* * * 

Protection of principal! Do you realize 
what that pat phrase means in a period 
like the present? You don’t use those words 
glibly—at least counsellors 
don’t—when the task of managing money 


investment 


COMCVEST CUMT. $i 
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heads into post-war uncertainties, the con- 
templation of heavier taxes before the war 
is won and the multiform perplexities 
hinged on current and future earnings’ 
prospects for individual corporations. Re- 
search and more research is necessary, along 
with the weighty problem of how best to 
maintain a fund’s balance so as to hedge 
against developments that cannot be fore- 
seen, 
™ * * 

By balance I refer to the proportions of 
a portfolio to be invested in bonds, pre 
ferred stocks, common stocks and cash. 
Back a few years, it was conventional to 
determine upon percentages into which a 
fund would be divided: 50 per cent bonds 
and 50 per cent stocks and cash, or, say, 
60 per cent bonds and 40 per cent stocks 
and cash—sometimes 70 per cent bonds 
and 30 per cent stocks and cash, depending 
upon business conditions in chief part. 
But these days, in our experience, such 
percentages need to be elastic; a single 
important industrial news item or a sig- 
nificant political development, to say noth- 
ing of military events, may force a quick 
revision of prepared plans and _ necessitate 
a shifting of percentages. Rigid ideas about 
the division of a fund in order to maintain 
logical balance have gone into the discard. 


* . * 


Here you have, for example, a market 
for common stocks which, since around 
July 25, has been drifting after a fairly 
sharp price relapse. The price reaction 
came after more than a year of advances, in 
which both “peace stocks’ and “war 


stocks” participated, The retreat of July 
and part of August affected both classes 
of equities. The retreat and subsequent 
aimless price movements have been popu 
larly described as a reflection of the public's 
effort to discount an early peace in Europe. 
How can that impression be translated into 
action which would bring an investment 
fund into such a balance as would tend to 
anticipate the actual fall of the Axis in 
Europe? Does the present stock market, 
after its reaction of the Summer, suggest 
that common stocks should be bought, or 
does the discounting process contain the 
seeds of a further decline with peace, mean 
ing that theoretically more stable securi 
ties—bonds—ought to be increased in a 
portfolio just in case? Or, until all groups 
of securities begin to record the result of 
a reawakened public participation in them, 
should cash be held on to carefully? It’s 
all very puzzling. 


So puzzling in fact that a great deal of 
our work is comprised in interpreting to 
clients a great many conflicting elements 
in the securities market picture which we 
do not understand ourselves—I am speak 
ing of the implications involved, not the 
facts centered in taxes, renegotiation of 
contracts, corporate reserves and the like. 
Many an investment advisor can see now 
that when he was grappling with the prob 
lems brought by the Great Depression 
how long ago that seems!—his feet were on 
firm ground as compared with the eggs he 
has to stride over these days. 

In the early Depression days, say 1930 to 
1933, investment advisers may have shiv 
ered a bit when they looked at the falling 
price curve. But experience indicated that, 
with prices so low, they would head up 
some day; they might sag some more, but 
ultimately the trend would reverse itself 
from the depths. What have you now, 
though? I’m asking. 





$1,040,037,518 War 
Loan Bonds 


(continued from page 12) 


depositors. Practically every Stock Ex- 
change firm in New York was a mem- 
ber of a bank-broker-dealer team, and 
banks of 
names for solicitation, There were 15 


such teams, under supervision of a chair- 


from. the came thousands 


man and executive officer for each. Em- 
ploying methods found effective over 
the years in the placing of corporate se- 
curities, the brokerage and dealer firms, 
in many instances, appointed a_ sales 
manager who directed the salesmen. 
Looking at the Stock Exchange com- 
munity’s local effort in retrospect, the 


impressive results indicate that the rally 


7?) 
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of September 23 on the Exchange floor 
not only caught the tempo of the sales 
drive, but impressed a host of the finan- 
cial district’s day-time population with 
an urge to do more than their part on 
the buying end of the undertaking. 
Upwards of 7,000 persons crowded the 
space between the posts to hear Messrs. 
Morgenthau, Burgess and others report 
on organization progress for the giant 
loan, 

Emil Schram, President of the Ex- 
change, acted as chairman, and tendered 
a check to Mr. Burgess rounding out the 
Exchange’s own subscription of $2,- 


000,000 for Third War Loan Bonds, 





Nine Months’ Dividends 
on Listed Stocks 
(continued from page 5) 


4.8 per cent in earnings paid out, al- 
though 2 more companies paid this 
year than in 1942. Two more than in 
1942 of the listed companies which are 
owned in the United States but operate 
abroad made payments but a sharp drop 
in stockholder income occurred, no less 
than 21.1 per cent. 

In 1943 dividends of 135 companies 


were larger in the aggregate than the 


16 


year before, while 369 paid the same 
amounts, and 145 paid less. Payments 
were reduced on 131 stock issues and 
eliminated or deferred on 14. 

The first nine months of 1943 may 
be considered as fairly reflective of 
corporate operations under a war econ- 


omy. Earnings during this period bore 





the brunt of heavy Federal taxation, 
and, to a degree, received the impact of 
extensive renegotiation of war contracts. 
With another tax bill soon to be drawn 
up at Washington, it remains to be seen 
how profits and dividends of 1944 will 
compare with those of this year when 


stockholders fared reasonably well. 





New Listings on the Stock Exchange 





Braniff Airways, Inc. 
(continued from page 13) 
list 1,000,000 shares of its stock on the 
New York Stock Exchange, the com- 
pany reported on past and current oper- 
ations: 


Results of Operations 


From Passenger Total Net 
Haulage Income Income 
1938 $ 643,922 $1,369,970 $ 14,195 
1939 902,531 1,753,285 49,047 
1940 1,658,755 2,723,351 74,932 
1941 2,119,933 3,412,290 *84,211 
1942 2,464,920 3,786,708 512,882 


For the first six months of 1943, passen- 
ger revenue amounted to $1,491,019, total 
income to $2,289,335, with a net income 
of $425,192 subject to adjustment for the 
period and the full year by reason of re- 
ductions of passenger and express rates 


subsequent to June 30, 1943, and to 
charges incidental to the establishment of 
group insurance and retirement income 


plans for employes. 

*Deficit. 

The map shows the effect of Amer- 
ica’s mushrooming popularity of air 
travel. Braniff’s original line of 241 
miles served only the oil-rich territory 
surrounding Wichita Falls, Texas, 
Oklahoma City and Tulsa, Oklahoma. 
Four years later routes were in opera- 
tion northeast to Kansas City and Chi- 
cago, and South to Dallas, and, shortly, 
the company was operating further 
south to several leading cities of Texas 
Mail 


contracts in 1934 aided in the company’s 


and westward as far as Denver. 


expansion in more recent years. 


Sunray Oil Corp. 
(continued from page 13) 
by Superior Oil, the reports of their 
joint operations may be presented, as 


follows, from their separate statements: 


1941 1942 


Income before deple- 
tion, interest, taxes, 


etc. $3,711,024 $3,756,710 
Inc. before Fed. & 

State taxes 1,329,663 1,361,455 
Net Income 993,778 1,003,364 


For the first six months of 1943, in- 
come before depletion, etc., of the op- 
erating concerns (Sunray Oil Company 
in- 


and Superior Oil) was $1,912,787; 


come before Federal and State taxes, 





Farnsworth T & R Co. 


(continued from page 14) 
sales, royalties and license fees is re- 


corded in the following statistics: 


Fiscal Gross 
Year Income 
1940 $2,964,920 
194] 5,165,905 
1942 10,433,118 
1943 26,583,301 


For the fiscal year ended April 30, 
1943, the corporation reported net in- 
come before depreciation, interest and 
Federal taxes of $2,795,687. The net in- 
come after providing for these items and 
a special post-war reserve of $250,000 
1942 
year, net income after taxes, etc., was 
$642,237. 


amounted to $920,004. For the 


























Monthly Statistics 


NEW YORK STOCK EXCHANGE 


MONTH END DATA 
Shares Listed 
Share Issues Listed . 
Par Value of Bonds Listed 
Bond Issues Listed : 
Total Stock and/or Bond Issuers . 
Market Value of Listed Shares 
Market Value of Listed Bonds 
Market Value of All Listed Securities 
Flat Average Price—All Share Issues 
Shares: Market Value ~ Shares Listed . 
Bonds: Market Value — Par Value 
Stock Price Index (12/31/24=100) . 
Shares in Short Interest* sl iil rh = eal 
Member Borrowings on U. S. Gov't Issues* 
Member Borrowings on Other Collateral* 


Per cent of Market Value of Listed Shares+ 


Member Borrowings—Total* ‘ 
N. Y. S. E. Members’ Branch Offices 
fotal Non-Member Correspondent Offices 


DATA FOR FULL MONTH 


Reported Share Volume , 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Ratio to Listed Shares ce 
Total Share Volume (Incl. Odd Lots)* . 
Money Value of Total Share Sales* 
Reported Bond Volume (Par Value) 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Ratio to Par Value of Listed Bonds 
Total Bond Volume (Par Value)* 
Money Value of Total Bond Sales 
N. Y. S. E. Memberships Transferred 


Average Price 


Items are as of ledgers which normally reflect transactions up to the close of 


member borrowings should be divided by the market value of all listed shares. 


Not available. 





(Mil.) 
(No.) 
(Mil. $) 
(No.) 
(No.) 
(Mil. $) 
(Mil. $) 
(Mil. $) 
(S) 

(S) 
(%) 
(%) 
(ihou.) 
(Mil. $) 
(Mil. $) 
(Sc) 
(Mil. $) 
(No.) 
(No.) 


(Thou.) 
(Thou.) 
(Thou.) 
(%) 
(Thou.) 
(Thou. $) 
(Thou. $) 
(Thou. $) 
(Thou. $) 
(%) 
(Thou. $) 
(Thou. $) 
(No.) 

(S) 


SEPTEMBER 


1,484 
1,238 
80,656 
1,108 
1,196 
48,711 
80,150 
128,861 
45.02 
32.82 
99.37 
64.8 
762 
440 
501 
1.03 
942 
765 


2,341 


14,986 
599 
643 

1.01 
19,122 
467,087 
196,560 
7,862 
8,404 

.244 

212,072 
112,695 
t 
37,000 


1943 


1,489 
1,257 
80,729 
i 
1,196 
47,711 
80,109 
127,820 
44.36 
32.04 
99.23 
63.7 
801 
160 
436 
0.91 
596 
763 


2,350 


508,868 
157,440 
6,055 
6,639 
195 
185,284 
104,055 


> 


37,000 


ALGUSI 


JULY 
1,479 
1,235 

80,879 
1,117 
1,194 

47,578 

80,352 

127,930 
44.24 
32:17 
99.35 
64.0 
837 
128 
491 
1.03 
619 
762 


2,341 


26,324 
1,012 
1,133 

1.79 
32,136 
782,864 
275,338 
10,590 
11,739 
-340 
298,556 
is FP fs 

2 


40,000 


1942 


SEPTEMBER 
1,471 
1,243 

65,256 
1,145 
1,211 

35,605 

62,766 

98,371 
35.97 
24.20 
90.18 

48.2 
548 


418 
0.64 
11,903 
241,517 
276,812 
11,073 
12,334 
424 
300,306 
112,301 


, 


22,000 


the second full preceding business day. 
Ratios of member borrowings on other collateral to market value of listed shares. This ratio figure is not com- 
parable to the ratios published prior to May 1943. To obtain ratios comparable to those previously pub.ished, the total 
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NATIONAL WAR FUND 
FOR OUR MEN @- FOR OUR ALLIES 
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= ei and businesslike, 
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War Fund unites twenty-six ™ 


American genius for oF for economy: the 


American tradition of generosity- 
__a gift that helps and heals around the world ..- a" opportunity to pledge 


your faith in our fighting forces and our valignt allies. your chance to--- 


all twenty-six 
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National goal, $125. 00° ~=(New York City's goal, $17,000,000 
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